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EXECUTIVE SUMMARY

The question of impact and how to assessit is generally agreed to be important given the expansion
of microenterprise programs as a strategy for reducing poverty and the level of donor support
provided to these programs. The purpose of this paper isto advance the debate on improved impact
assessment (1A) methodologies for microenterprise programs. Specifically, the focusis on lower-
cost | A approachesthat generateresultsthat are credible and useful for both donorsand practitioners.
Donors want to know whether their support for microenterprise programs conforms to the poverty
alleviation or other priorities of their agencies or political constituencies and whether impacts justify
the financial support given. Practitioners want to know whether they are reaching their program
objectives and how to improve their services. How can impact assessments serve both purposesin
apractical and cost-effective manner?

Why Lower-Cost | mpact Assessment Methods?

In the past, credibility in the impact field often has been defined by large, complex, and expensive
studies rigorously designed to measure and attribute change to a particular microenterprise
intervention with ahigh degree of confidence. Their focus has been on “proving” that interventions
have a positiveimpact in order to justify future investments. Credibility notwithstanding, the largest
number of impact assessments of microenterprise programs actually have used smaller, smpler, and
lessexpensive methods. Their emphasis hasbeen on “improving” programs by understanding impact
processes and suggesting how programs can become responsive to client demands and needs.

Participants in a 1997 CGAP Impact Working Group virtual meeting concluded that the greatest
gains for improving 1A methods could be realized by improving the credibility, utility, and cost
effectiveness of simple approaches. By improving the credibility of simple approaches without
making them too complex or expensive, they can be used for both justifying investments and
improving programs. By achieving this broader purpose at a modest cost, they can be more cost-
effective. In the paper we refer to this as the “middle-range”’ approach.

Basic Parametersof a“Middle-Range” Approach to Impact Assessment

A middle-range IA may be defined as an inquiry to estimate the amount, pattern, or direction of
change that can be plausibly associated with an intervention. Thisis distinct from more academic
impact research that seeks to measure change precisely and attribute it to an intervention with ahigh
degree of confidence. A middle-range IA generdly is smaller in size and scope, uses less-complex
measures, and appliessimpler analytic techniques. It may involveamix of methodsincluding surveys,
case studies, focusgroup interviews, and other qualitative methods. It generally comparestwo points
in time (usually before versus after intervention) and uses sample groups with and without the
intervention to establish plausible association. Rather than prove impacts within precise and
statistically definablelimitsof probability, middle-rangel Asseek to understand i ntervention processes
and to identify and estimate the value of impacts that stand the test of plausible association.

Some Important Elements of Credibility, Usefulness and Cost-Effectiveness

For an |A to be credible it isimportant to have clearly stated objectives that indicate the types of
impacts that will be examined, the intended use of the findings, and the audience. It should have a



small set of key hypotheses, some of which have proven valid in previous IAs. The IA should be
designed to establish plausible association between measured changes and the microenterprise
program. Towardsthisend, it should have alongitudinal design, if possible, to obtain more reliable
measures of change. If alongitudinal design is not possible, the assessment should concentrate on
variables for which recall data is easily obtainable and generaly reliable. It should have a control
group to provide a basis for associating change with the microenterprise program. It should have a
sample sizelarge enough to ensure effective use of control variables, account for drop outs, and allow
for invalid data issues, but small enough to fit the budget. Here is where trade-offs are required
between the number of variables, margin of error, confidence interval, and budget. The lA may use
amix of research methods, for example, small surveys combined with rapid appraisal techniques,
focus groups, case studies, semi-structured interviews with key informants, participant observation,
and use of secondary sources. Data generated by mixed methods can help to establish the validity
of the data and the reliability of the measures of change. The credibility of an 1A can be improved
further by data-gathering instruments that are well designed and clearly documented. Relevant
background information on theinstitution and program, and theidentification of key context variables
that influence the program and its clients, are also important.

Credibility is aso a function of usefulness. To be useful, an IA should span the “proving” and
“improving” objectives by providing results relevant to both donors concerned with justifying
investmentsin microenterprise programsand program managersconcerned withimproving thedesign
of their programs. This can be done by including indicators to assess program effectiveness in
responding to client needs. Such information can be obtained through outreach indicators, client
satisfaction surveys, exit interviews, analysis of client transaction costs and client service
relationships, and a breakdown of portfolio performance data by relevant client characteristics. The
results can help program managers define strategic objectives, design and deliver appropriate
products, and devel op strategies to improve portfolio performance by reducing turnover, expanding
outreach, and improving portfolio quality. Involving clients and program managers in the impact
assessment process is important in insuring that the issues addressed are meaningful and the results
are useful. Another element of usefulness is developing a specific dissemination strategy and
presenting findings to the intended audience in a timely and comprehensible fashion following
completion of the lA.

A key challenge in designing a middle-range impact assessment is deciding how to get credible and
useful results out of a modest budget. An 1A can be more cost-effective if there is a good “fit”
between the objectives, methods, and resources available in terms of money, people, and time.
Greater efficiencies can be achieved by building on the lessons of past |As. Past experience can be
especially helpful in identifying meaningful and valid impact hypotheses and variables, developing
data-collection strategies for obtaining reliable and valid data, and selecting appropriate analytical
techniques. Resources can be allocated more efficiently if the data needed to test the hypotheses are
considered at the planning stage, and the expertise required at different stages of the process is
considered and budgeted for a priori. The cost of collecting data can be reduced by keeping the
sampleto amanageabl e size and measuring the direction or pattern of change rather than the amount
of change in most variables and using recall data as appropriate. The cost effectivenessof an|A can
also be improved if the methodology is pilot tested ahead of time.

Toward Guidelines



The current standards of academic rigor, which heretofore have defined credibility intheimpact field,
are neither practical nor affordable in a world where resources are limited and where timely
information is needed for building more effective microenterprise programs. Neither donors nor
practitioners are willing to accept that 1As are only worthwhile if undertaken at great expense. The
challenge at handisto identify and build consensus on important e ements of amiddle-range approach
that is within reach of microenterprise practitioners and donors.

The design and implementation of middle-range impact assessments should be guided by practices
that ensure credibility by i) establishing plausible association between changes experienced by clients
and their participation in microenterprise program and ii) generating information that is useful for
improving programs. The paper concludes by suggesting a set of guidelines for conducting middie-
range impact assessments. They are not meant to suggest a standardized impact assessment method
for all programs. Rather, they are meant to serve as a checklist of elementsto consider in planning,
designing, and implementing impact assessments. The suggested guidelines are still at apreliminary
stage of development and are offered as a “first cut.” They need to be further tested and refined
based on practice.



l. Background and Purpose

Successful microenterprise programs can be defined in terms of institutional performance, financia
sustainability, and socio-economic impacts. While all three elements are interrelated, this paper
focuses on socio-economic impacts. The question of impact and how to assessit is generally agreed
to be important given the expansion of microenterprise programs as a strategy for reducing poverty
and the level of donor support provided to these programs. It isalso important because claims about
the benefits of microenterprise programs often tend to outstrip the evidence currently available
(Hulme 1997).!

The purpose of this paper is to advance the process of developing guidelines for lower-cost
methodologies for assessing the impact of microenterprise programs. It has been prepared for the
Consultative Group to Assist the Poorest (CGAP) Working Group on Impact Assessment
Methodologies. It follows on the results of a 1997 Working Group virtual meeting and associated
papers that reviewed microfinance program impact assessment (1A) objectives and methodol ogies.
One of the conclusions of that meeting was the need for improving the credibility, utility, and cost
effectiveness of simple 1A designs and methods. Another conclusion was the need for impact
assessments to be more operationally relevant to microfinance institutions (MFIs). The Working
Group’s April 1998 virtual meeting focused on these topics as a step toward the development of
guidelines for lower-cogt, credible, and useful |A methods.

Why lower-cost impact assessment methodologies? For donors and practitioners who receive
support from the donor community, the goals of impact assessments may range from “proving”
impacts at one end of a spectrum to “improving” practice on the other, with considerable overlap in
the middle (Hulme 1997). Donors want to know whether their support to MFIs conforms to the
poverty aleviation or other priorities of their agencies or political constituencies and whether the
impacts justify the financial support given. Practitioners want to know whether they are reaching
their program objectives and how to improve their services. The concerns of policy makers, donors
and practitioners coincide in the sense that they all want microenterprise programsto have apositive
impact on clients. Most |As incorporate both the proving and improving elements to some degree
(Hulme 1997).

In the past, credibility has often been defined by large, complex and expensive impact studies
rigorously designed to attribute change to microenterprise program participation, thereby justifying
expenditures on these programs. While the findings have been useful for justifying program
investments, they have been somewhat narrow in their scope and therefore less useful for improving
programs. Credibility notwithstanding, the largest number of impact assessments actually have been
smaller, simpler, and less expensive. The findings have been useful for understanding impact
processes and suggesting how programs can beimproved, but less crediblefor justifying investments.

! Some credit analysts argue that a 100% recovery rate is sufficient to demonstrate that the objective of a
credit program is reached and that the borrowers are benefitting. Therefore, impact assessments are an inappro-
priate and unnecessary waste of resources. Others argue that recovery rate is an insufficient indicator of impact.
Bruntrup et a. (1997), for example, discuss the failure of recovery rates to identify credit effects beyond the mere
capability to repay debts, such as inter-household and intra-household distribution effects. Recovery rates do not
provide a basis for comparing the benefits of credit and other interventions. Moreover, credit repayment does not
necessarily signal capacity to repay debts. In some cases, people go further into debt.
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Severa participantsin the 1997 CGAP virtual meeting argued that the greatest gains for improving
A methods could be realized by improving the credibility, utility, and cost effectiveness of simple
approaches — to bring the justifying and improving goals closer together. This makes sense. By
improving the credibility of smple approaches without making them too complex or expensive, they
can beused for both justifying investmentsand improving programs. By achieving abroader purpose,
they can be more cost-effective.

One challenge in designing any good impact study is achieving a “fit” between the objectives,
methodology, and budget, thereby optimizing the use of available resources (Hulme 1997). In a
world of both limited resources and increasing demand for impact information, the question is how
to get credible and useful results out of a modest budget. Aswe learn more about how to carry out
effective microfinanceimpact studies, we can become more efficient in the use of resources, and more
effective in generating credible and useful results.

Fortunately, there is a growing body of relevant experience to draw upon. The AIMS project has
identified approximately 50 microfinance or credit program impact assessments undertaken since
1990.? These assessments have focused on arange of organizationsin different regions, countries,
cultures, and contexts. The programs have had different objectives and have ranged in scale from
several hundred to over amillion clients. The studies have required different levels of resourcesand
time frames and have been carried out by researchers from avariety of disciplines. Notwithstanding
their differences, they all provide useful lessons with respect to understanding the impacts of
microfinance programs and how to study them (Sebstad and Chen 1996; Gaile and Foster 1996).

Neither donors nor practitioners are willing to accept that | As are only worthwhile if undertaken at
great expense. The challenge at hand is to define a middle range — to develop smaller, lower-cost
|A methodologies that incorporate both the “justifying investment” and “improving program”
elements, that are not too complex, and that are credible, useful, and cost-effective. To this end,
recent impact assessments supported by donors participating in the CGAP Impact Assessment
Working Group were submitted for the 1998 CGAP meeting to provide examples of approaches
which attempt to use lower-cost methods that generate credible information useful to both donors
and practitioners.

The key challenges in developing credible, useful, and cost effective approaches are to

1 come up with lower-cost methods that can plausibly associate (instead of attribute) program
interventions with change while al'so generating information useful for improving program
performance and impact,

streamline | A designsto fit the budget and the time available (Hulme has made the point that
overly ambitious designs continue to lead to poor 1A), and

2 The Assessing the Impact of Microenterprise Services (AIMS) project is funded by USAID’ s Office of
Microenterprise Development. This five-year project (1995-2000) works to improve the understanding of the
impacts of microenterprise programs on microentrepreneurs, their households and enterprises, and to strengthen
the ability of USAID and its partners to measure the results of microenterprise programs. Project activities are
carried out by Management Systems International in cooperation with the Harvard Institute for International
Development, the University of Missouri, and The Small Enterprise Education and Promotion Network
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I build on existing knowledge and | A experience in design, implementation, analysis of data, and
dissemination strategies (i.e., do not repeat mistakes and do not reinvent the whesl).

This paper is intended to advance the debate on improved impact assessment methodologies. The
following section proposesdefinitionsof middle-range, or smaller, lower-cost impact assessmentsthat
are credible, useful, and cost-effective. It also sets forth important elements or characteristics of
impact assessments that should be considered when devel oping guidelines. Section three discusses
what we have learned about smaller, lower-cost approaches from recent impact assessments. The
fina section suggests a small set of central hypotheses and variables which have demonstrated their
validity in previous assessments and provides preliminary guidelines for conducting middie-range
impact assessments.

1. Definitionsand Important Elements of Credible Impact Assessments

The basic purpose of this paper is to promote discussion on guidelines for lower-cost impact
assessments. While thereis no one set of hypotheses, no single methodology, no single type of data
or mode of analysis — since these will vary according to the objectives of the study, the program,
and the context — it may be possible, on the basis of past experience, to identify and build consensus
on important elements of an IA approach that can contribute to more credible, useful, and cost-
effective results.

A. Working Definitions

1. What do we mean by “impact assessment” ?

At the outset, it may be useful to distinguish between “impact assessment” and “impact research.”?
For purposes of this discussion, “impact research” may be defined as the accurate measurement of
change that reliably can be attributed to an intervention. Itis part of asystematic inquiry to discover
or check facts. It generally involvesa“fully resourced” quasi-experimental approach which compares
the outcomes of an intervention with asimulation of what the outcomes would have been had there
been no intervention. The results allow the researcher to draw conclusions attributing the changes
in the impact variables to the intervention with a high degree of confidence. Impact research tends
to be very expensive and would be classified within Hulme' sframework of impact methodologies as
a“complex approach” (Hulme 1997, table 5).

“Impact assessment,” by contrast, may be defined as an inquiry to estimate the value, degree and/or
pattern of change that can be plausibly associated with an intervention. They generally are smaller in
size and more limited in scope, and use less-complex measures and simpler analytic techniques.
Impact assessments may involve a mix of methods including surveys, case studies, focus group
interviews, and other more qualitative methods. Impact assessments generally compare impact
variables at two pointsin time (usually before versus after an intervention) and cover sample groups
with and without the intervention to establish “plausible association.” Rather than prove impacts

3 Impact monitoring, by contrast, may be defined as the regular, systematic collection of information to
assess the impacts of a program. 1A relates to fixed points in time, whereas impact monitoring refers to continuous
data collection (Montgomery et al. 1996; Espegren 1997; Edgcomb and Garber 1998).
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within precise and statistically definable limits of probability, impact assessments seek to understand
intervention processes and to identify and reliably estimate the value of impacts that stand the test of
plausible association. A mix of methods may be used to establish the validity of arelationship between
interventions and changes in selected impact variables.

This paper focuses on impact assessments. Drawing on previous experience, it proposes guidelines
for conducting credible impact assessments that are within reach of practitioners and donors. The
current standards of academic rigor, which heretofore have defined credibility in the impact field,
unfortunately are not practica or affordable in aworld where resources are limited and where timely
information is needed for improving microfinance programs and for justifying the allocation of
devel opment resources to these programs.

2. Basic parameters of alower-cost approach

The above definition of an impact assessment establishes some basic parameters within which to
discuss issues of cost, credibility, and usefulness. Referring to Hulme's (1997) classification of
impact assessment methodol ogies, approaches can range from simple to complex, depending on the
objectives, intended audience, level of reliability required, methods used, costs, and time scale.
Within this framework, we can begin to define some basic parameters of alower-cost approach.

For the purpose of this discussion, we will assume that the resources available for most IAs are low
to moderate, and therefore not sufficient to support complex studies. We aso will assume that most
|As have dual objectives, that is to plausibly associate changes in key variables with program
participation, with areasonable degree of reliability, and to generate information useful inimproving
programs. Wefurther will assumethat the audiencefor the | Asincludes both donors (policy makers,
managers, and in-country representatives) and practitioners (MFI senior program and operations
managers and field staff).

Referring back to Hulme's classification, a lower-cost approach could be seen as a hybrid that
straddles the simple and moderate approaches he described. This approach might be thought of as
a“high-caliber” smple approach, or a“low-cost” moderate approach. For convenience, wewill cal
it the “middle-range”’ approach.

3. What do we mean by “credible?’

“...something that is capable of being believed; something that isreliable”
At aminimum, a credible “middle-range’ impact assessment should have

clearly stated objectives,

asmall set of focused hypotheses;

well-defined and reliable variables and measures,
well-designed and documented data gathering instruments;

methods that allow for establishing plausible association between interventions and
measured changes;

adesign that generates information useful for improving program performance and



TABLE 1: A MIDDLE-RANGE APPROACH AND WHERE IT FITSINTO HULME’SFRAMEWORK
(ADAPTED FROM HULME 1997, TABLE 5)

Key characteristics

Approach Objectives Main Audience Leve of Main method Other methods Costs Time scale
reliability

Simple To test existing  |Senior program Moderateto low |No main method [Many methods |Low to 0-18 months
(lower cost) understanding of [managers and in- used moderate

impacts and country donor

improve program |representatives

performance
Middle-Range |[To show Donors Moderate Sample survey Rapid appraisal, |Moderate 6-24 months

modest cost lausible . : e : .

( ) e (policy makers,  |(high quality field [with control or  [case studies,

between changes [Managers, andin- |work; well comparison -

o e 9% lcountry documented group gzr;f\'l;"’i‘g;

intervention and rep.re.sentanves); r%arch p.r Lo (rigorous

to improve recipient incorporation of methods aonlied  [(clearly

. lessons from S 2P documented use
program MFIs (policy previous ME over time and naulati
performance makers, managers, [ 2 e fdearly of triangulation)
and field staff) documented)

M oder ate To prove impact |Bilateral and Moderate Sample survey Rapid appraisal  |High 15-30
(higher cost) to areasonable  [recipient policy with control gi months

degree of makers and group Case studies

reliability andto |managers and Participant

improve program |[senior operational Observation

performance managers




impact; and
adesign process which ensures that the impact variables are meaningful to clients
and the study results are useful for program managers.

Other important elements that contribute to the credibility of impact assessments include the

following:

a statement of the key assumptions and values underlying the impact assessment;
aresearch design that is grounded in the country and program context;

aclear rationale for the choice of hypotheses, variables, and measures, and use of
some hypotheses and variables that have demonstrated validity in previous
assessments,

research methods that are rigorous, that have been applied successfully over time,
and that are documented,

asample design that alows for analysis of statistical significance;
acontrol or comparison group in the sample;

alongitudinal design if possible;

atime period that is sufficient for impacts to manifest themselves;
clear instructions and guidelines for data collection procedures;

personnel who are capable of obtaining correct impact assessment results and
trained prior to data collection;

cross checks to ensure the data are valid and reliable; and

a statement of the limitations of the study design, methods, and data to promote
transparency.

4. What do we mean by “useful ?’

..the state or quality of being practical or beneficial”

Important elements that contribute to the usefulness of impact assessments include the following:

the audience for the assessment is identified a priori;
the intended use of the findingsisidentified a priori;

to the extent possible, users participate in one or more stages of the impact assessment
process (for example, at the planning and design stages or during the analysis stage);

outside impact assessors develop constructive relationships with program staff to
encourage co-ownership of the findings;

the findings are linked to the objectives of the assessment;

the findings allow program managers/practitioners and donors to draw conclusions
about plausible associations between interventions and changes and hence identify
impacts, thereby providing data that can help justify investments in microenterprise
programs;



the findings let program managers/practitioners and donors know if programs are
reaching who they intend to reach;

the findings provide data that can help program managers/practitioners adjust policies
and practices to improve program performance and impact;

a specific dissemination strategy is developed aimed at the relevant audience, including
decision makers;

the findings are presented in away that is comprehensible to users;

findings are presented within a nine month period (maximum) from data collection,
and

the IA provides data on key indicators of interest to the field.

5. What do we mean by “cost-effective?’
“ ...something is cost-effective if the benefits exceed costs’

In developing cost-effective approaches, akey challenge is maximizing the effectiveness of an |A
in relation to the costs. The resources available for an impact assessment can be used optimally if
thereisagood “fit” between the objectives, methods, and resources available in terms of money,
people, and time (Hulme 1997). Greater efficiencies can be achieved by building on the lessons of
past 1As to identify meaningful impact hypotheses and variables and methodol ogies that have been
effective for obtaining reliable data and analyzing it. More benefits will accrue if the findings are
comprehensible, disseminated to the appropriate audiences, and used. To this end, some basic
parameters of a cost-effective approach might include the following:

the cost of study method is considered a priori as high, medium or low;®

the objectives are clearly defined and fit the methodology and budget;

the method is clearly defined (at al stages) and fits the budget;

the approach/method meets the objectives at an acceptable level of reiability;
the approach/method is compatible with the program’s context;

the approach/method is feasible in terms of cost, timing, and human resource
availability;

the process builds expertise in 1A where it does not already exist;

the data needed to test the hypotheses are considered at the planning stage;
the expertise required at different stages of the process is budgeted for;

4 This measure can be used to compare benefits or outputs achieved per unit cost across different impact
assessments, assuming comparable measures of costs and benefits are used.

5 Cost information on impact assessments is limited, but costs appear to vary widely. Rough guestimates
might be from $10,000 for 1-2 experts working for 1-2 months on a“simple” assessment; to $35,000 to $100,000
for alarger team working on a middle-range assessment; to several hundred thousand dollars for a
multidisciplinary team of experts working on a“complex” study.
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costs are considered in relation to the operating budget of the program to be assessed:;®
resources allocated to IAs, especialy if they are longitudinal, are used to assess

programs utilizing best-practices and having a reasonable level of financia security;

a hidden cost); and

the IA builds upon, draws on, or adapts methods and findings of previous |AS,
the A methodology is pilot tested ahead of time;
the IA considers how much staff time is required to support the |A process (sometimes

the IA budget is not out of line with the scale/budget of the MFI operation.

TABLE 2: CREDIBILITY, USEFULNESS, AND COST EFFECTIVENESS
OF IMPACT ASSESSMENT APPROACHES
(ADAPTED FROM HULME 1997, TABLE 5)

Attributes
Approach Credibility Usefulness Cost effectiveness
Simple Findings credible for Useful for improving Lower cost.
Approach improving understanding | programs. Benefits; program
of impact processes. Less useful for justifying | improvement.
Findings not credible for | investmentsin MFls.
reliably attributing or
plausibly associating
changes with the
program.
Middle-Range | Findings credible for Useful for improving Moderate costs.
Approach establishing plausible programs. Benefits program
(suggested) [ association betweena | ysgful for rough improvement and
measurable change and | jytification for rough justification for
microenterprise program | jyyestment in investment in
and understanding microenterprise microenterprise
Impact processes. programs. programs.
Complex Findings credible for Useful for justifying Higher cost.
Approach reliably attributing a investments in Benefits: justification
measurable change to microenterprise for investment in
microenterprise _ programs. microenterprise
program; understanding - | yseful for improving programs; program
Impact processes. programs. improvement.
B. Important Elements of Credible Impact Assessments

® The Honduras ODEF impact assessment used a rule of thumb, aiming for the cost to approximate 3 to
10 percent of operating budget, depending on size (Edgcomb and Garber 1998).
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The bottom line for an impact study is credibility. Credibility involves plausibly associating changes
found in the impact variables with program participation, and generating information that is useful
for improving program performance and impact. If astudy iscredible, it ismore useful or beneficial
to practitioners, donors and policy makers. If it is more beneficial, by definition, it is more cost-
effective. To stand the test of credibility, middle-range impact assessments should incorporate some
basic features. Most of these issues have been discussed in detail elsewhere and are only touched on
here.’

1. Clearly defined objectives and audience

Clearly defined objectives are important because they drive the study design, the methodol ogy, the
types of data collected, and the budget. As mentioned above, impact assessment objectives may
range from investmentsin programsto improving programs. They have implicationsnot only for the
audience, but for the balance between objectivity and subjectivity in the approach. They also
influence whether the assessment will address questions that are more theoretical or practical and
whether the findings can be generaized or are context-specific. Finaly, the objectives will have
implications for the time scale of the assessment and the degree of confidence expected from the
findings (Hulme 1997).

The credibility of an assessment is enhanced by establishing, at the outset, clear and redlistic
expectations of what the assessment will do. This can be achieved through a statement of objectives
that indicates the types of impacts that will be examined, the intended use of the findings (ranging
from provingimpactstoimproving programs), and theaudience (practitioners, donors, policy makers,
academics).

2. Conceptual framework to guide the impact assessment

A conceptual framework sets out a model of the impact chain to be examined in an impact
assessment. It specifiesthe unit(s) of analysisto be assessed (e.g., household, individual, enterprise,
community) and specifiesthe types of impactsto be studied (e.g., social or economic) (Hulme 1997).
Whether the conceptual framework is explicit or implicit in the study design, it provides a base for
framing specific research questionsrelated to theimpact of microfinance services, devel oping related
hypotheses, and identifying priority variables for study.

Previous impact assessments provide useful conceptualizations of impact chains that can be used,
adapted, or refined in future studies (Chua 1998; Ouattara et al. 1997; Bruntrup et a. 1997). Some
are more complicated than others, but basically provide a foundation for conceptualizing a unit (or
units) of analysis, behaviors, practices and relationships, mediating processes, desired impacts, and
the role of microfinance interventions in contributing to the desired changes.

Many recent studies have used the household as the primary unit of analysis and have conceptualized
various types of impacts in relation to household economies. Household frameworks, while not the

" See, for example, Hulme 1997; Cohen and Gaile 1997; Gaile and Foster 1997; Edgcomb and Garber
1998; AIMS Core Team, forthcoming; and Sebstad et al. 1995.
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only kind, have a number of advantages.®? They provide information on many of the types of social
and economic impacts desired by clients, practitioners, donors, and policy makers. They help to
address the fungibility problem in studying impacts. Household frameworks provide a basis for
studying impacts on microenterprisesand individua household members (whilerecognizing that they
also may function independently of households). They also provide a springboard for studying
broader impacts at the village or community level, as well as impacts on the “supply side” of
microfinance. The growing experience of impact assessments using a household framework in
different places alows for efficiencies in the design and implementation of studies, a higher degree
of reliability in the data generated, and richer insights into the interpretation of findings. (The
growing number of studies from Bangladesh provide a case in point.) These all are important
elements of credibility and cost effectiveness.

3. A small set of key hypotheses

Participantsin the 1997 CGAP virtual meeting agreed that the scope and scale of impact assessments
should belimited. They do not need to be as extensive or comprehensive as donors or implementing
organizations often demand. The starting point for thisisasmaller set of key hypotheses. A review
of over 40 impact assessment reports suggests that some of the most credible and useful studies have
a smal number of well-articulated hypotheses. Most are linked to a conceptual framework and
grounded in an understanding of the program and the broader context in which the program and the
clientsoperate. Some of the hypotheses are embedded in theory, othersin practice. Notwithstanding,
a smaller number of key hypotheses can lead to impact assessments that are more focused in their
design and more manageable to carry out. They allow for more thorough data analysis and produce
findings that are more useful for drawing conclusions about impacts.

The trade-off between breadth and depth in selecting hypotheses is challenging, especialy in aworld
with limited resources for impact assessments. There is a tendency to want to study and learn as
much as possible about impacts and not to miss anything. However, trying to cover too many
impacts in one assessment does not usualy pay off. Overly ambitious studies are difficult and
resource intensive and often produce less-credible and less-useful results. One important
consideration in choosing a focused set of hypotheses is their demonstrated validity in previous
impact studies. Other considerations include the objectives of the organization and its supporters,
client perspectivesonimpact, and the complexity (and associated cost) involved in testing aparticul ar
hypothesis.

4. Variables with demonstrated validity

There are almost an infinite number of variables that can be used to study impacts. In deciding on
what variables to include in an assessment, it is important to establish that they are linked to
hypotheses (i.e., thereisarationale for studying them), they are defined with precision, and that they
are measurable within the time frame and budget of the assessment. The choice of variables should
also consider their demonstrated validity in previous impact assessments. Section [V-A identifies
some variables that have demonstrated validity.

8 There was genera agreement among the 1997 CGAP Impact Working Group virtual meeting
participants that a household framework is useful for formulating hypotheses and selecting elements to consider in
a microenterprise program impact assessment.
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5. Reliable measures

A related consideration is to define how change in the variable will be measured. What degree of
precision is needed to document impact? Is it sufficient to show direction of change (positive or
negative; increase or decrease), pattern of change (ordinal scale), or amount of change (interval
measure)? Information on the direction of change can be used for almost any variable, but interval
measures are generally morerobust. However, they often are more complex to measure and are more
subject to measurement errors. The definition of the measure should be guided by theinherent nature
of the impact variable and the complexity of measuring change in it. One way that a*“middle-range”
impact assessment differs from a more complex approach is that it estimates change, rather than
measuring it precisely. Such assessmentsare likely to involve amix of measures, but to reduce costs
and complexity (while allowing for reliable estimates of change) they probably will include more
measures that indicate the direction and pattern of change than measures that indicate the amount of
change. The sdlection of which variables to measure more precisely should be guided by the
relevance of the variable and the budget and time frame of the assessment.

An important measurement issue is the time frame required for impacts to manifest themselves.
Previous studies have shown that different variables show change at different times. Some studies
suggest that for many clients, impacts on enterprise profits occur early and then taper off within the
first year or two of ME program participation. Other impacts, for example the accumulation of
selected household assets, may take as long as three to five years of ME program participation to
manifest themselves. One recent study concluded that social impacts (such as changesin women’'s
mobility) are likely to take longer to occur than economic impacts (such as changes in income).
Attention to temporal issuesin measuring variablesinimpact assessments (either through longitudinal
designs or through the use of recall data) isimportant for ensuring valid findings.

Other measurement issues to consider are highlighted below.

I It is important to distinguish between perception of change and actua change in
guestions. This distinction sometimes gets lost.

It is important to determine the precision desired in choosing a particular measure:
direction of change, pattern of change, or amount of change. Asarule of thumb it is
easier to measure the direction and pattern of change than the amount. One should
prioritize and consider trade-offs in deciding on the mix of measures to use.

Some variablesare moredifficult to measurethan others. In choosing themix of variables
to include in an assessment, it isimportant to consider how difficult it will be to measure
it in relation to the methods to be used, the skills required, and the budget.

6. Relevant background information on the institution and program

Snodgrass (1997) provides a useful discussion of important program information for impact
assessments, how to prioritize in deciding on the types of information to include, and the sources,
methods, and timing of collecting program data. Program information should establish the extent to
which the program operates effectively in its environment and is financially sustainable. Important
information to collect includes data on the structure and history of the institution undertaking the
program, its management style and practices, the services provided, and financial outcomes over at
least the past three years. The information should provide a clear, accurate, and comprehensive
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description of the operations of the microenterprise support program, especialy its credit activity.
The credibility of impact assessments can be enhanced if this program information is linked to the
hypotheses and/or used at the analysis stage in interpreting the findings. (See section 11-C for further
discussion of linking program performance and impact.) Many previousimpact assessments provide
good examples of the type of program information to collect, and how it can be linked to impact
analysis (Edgcomb and Garber 1998; Ouattara et al. 1997).

Background information on client satisfaction with the program, and reasons that clients leave the
program are also important in assessing the extent to which the program operates effectively in
relation to client needs and demands.

7. |dentification of key context variables

Context influences microenterprise program outcomes (outreach, financia sustainability, and impact)
by affecting the operations of the microenterprise program and by affecting the economic activities
of clients. Snodgrass(1997) identifiesfour broad types of context information that may beimportant.
These include the physical environment, formal and informal institutions, economic factors, and
government policies and regulations. In choosing the type of context information to collect, it is
useful to consider factors which, according to Snodgrass, may influence microenterprises and
microenterprise support programs. These include, for example, seasonality, natural catastrophes,
inflation, economic growth levelsand patterns, ethnicity, and local government regulations. Interms
of using thisinformation, it is not possible to measure precisely the contribution of each factor to the
observed outcome. However, it is useful to observe whether a particular hypothesized influence is
present or absent, and whether significant changes in these factors have occurred during the
assessment period.

8. Use of mixed research methods

The most common and increasingly effective approaches for lower-cost impact assessments involve
small surveys combined with amix of rapid appraisal techniques, focus groups, case studies, semi-
structured interviews with key informants, participant observation, and secondary sources. Mixed
methods can help to establish the validity of the data and the reliability of the measures of change
through triangulation. This involves asking the same or similar questions in different ways (for
example, in a survey and then in a case study) to ensure the reliability of the answer.®

The main strengths of surveys include their coverage and representativeness and their ease of data
standardization and aggregation. The findings can be used to isolate and estimate non-project causes
of change, and thereby to establish plausible association between program interventions and change
(Hulme 1997). Rapid appraisal techniquesarean effectivemeansof capturing qualitativeinformation
and causal processes, eliciting views of clients, capturing diverse perceptions and unexpected or
negativeimpacts, and identifying and articul ating perceived needs. They encourage participation and
contribute to stakeholder capacity building and downwards accountability (Hulme 1997).

® The most common impact assessment methods include sample surveys, rapid appraisals, participant
observation, case studies, and participatory learning and action. For a useful summary of the key features of these
methods, their strengths and weaknesses, and the circumstances under which methods are appropriate (or not), the
reader is referred to Hulme?s 1997 paper prepared for the CGAP Impact Working Group (which draws on
Montgomery et al. 1996).
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Data on client satisfaction and reasons for leaving the program are particularly useful for improving
programs. Thisinformation is relatively easy to collect and analyze. Edgcomb and Garber (1998)
suggest that one way to ssmplify and lower the cost of collecting this type of dataisto fit it into
ongoing work cycles(exit interviewsafter each loan cycle; client satisfaction interviewsafter discrete

cycles).

The choice of methods should be based on the objectives, budget, the human resources available to
work on the assessment, the time available, and their rigor.

9. Appropriate sample design

A credible impact assessment should have an explicit sample design that provides arationale for the
choice of sample size, thelocation of program study sites (and non-program study sites, if included),
and the characteristics of the sample (client and comparison groups). Two key points are mentioned
here.

For surveys, the choice of sample size is critical for establishing plausible association between
microenterprise programs and impacts. This is where limiting the scope of an impact assessment
becomes important because the broader the range of issues covered, the larger the sample required
to establish plausible association. The genera rule of thumb is that the sample size should be large
enough to ensure effective use of control variables, allowing for at least 30 in any sub-sample of
interest in the study. Each control variable used increases the minimum sample size that is required.
The sample a so should be large enough to account for dropouts if the study is longitudinal and to
allow for invalid dataissues. It should be small enough to fit the budget. In determining the sample
size, trade-offs must be made between the margin of error, the confidence interval, and the budget.

Chua (1998), in his study of two Philippine MFIs, describes arationale for choice of samplesize. He
determined that a sample size of 420 (150 clients, 120 on-site comparison group, and 150 off-site
comparison group) would allow for a 10 percent margin of error and a level of confidence of 5
percent for each group of 100. Thisfit the budget and was considered to be an acceptable level of
reliability for the purposes of his study (Gaile and Foster 1996, 20; Sebstad et a. 1995, 51-52).
Several of the background studies with sample sizes under 200 ran into fairly significant constraints
in drawing conclusions about plausible association due to sample size limitations.*

Severa previous studies have emphasized the importance of including clients who have left the
program in their samples (Oldham et al. 1994; Churchill 1995). Leaving out this group may result
in overestimated impacts (or in some cases underestimated impacts).™

10. Use of a control group™

0 The total sample sizes of the background studies were: 138 (WEDP), 143 (ODEF), 175 (CVECA), 420
(ASKI), 483 (ASA), and 1332 (Uganda), 1799 (BRAC).

1 For further discussion of sampling issues see Gaile and Foster 1996; Sebstad et al. 1995; AIMS Core
Impact Assessment Research Plan (forthcoming).

2 This refers to a control group within a quasi-experimental research design, not the random assignment
of individualsto aclient or control group as done in experimental designs.

13



The use of a control group is critical for establishing that a microenterprise program is plausibly
associated with achange. It associates the program with impacts by adjusting for changes unrelated
to the program. This is achieved by comparing change between those with and without the
intervention. Changes in the client group minus changes in the comparison group should reveal
impacts associated with the program. The 1997 CGAP virtual meeting participants agreed that
control groups are an essential element of acredible impact assessment. Although it increases costs,
demands more expertise at the design and analysis stages, and requires more enumerator training,
there is general consensus that the effect on resultsis worth it.

A key challenge in selecting a control group is to ensure that the client and the control group are
smilar on key variables and to address the issue of self-selection which can affect the vaidity of the
findings. The challenge for a middle-range approach isto find low-cost waysto do this. Onesimple
and low-cost method of addressing the self-selection issueisto use new clientsinstead of non-clients
asthe“without” group and compare them with old clients. A trade-off with this approach, however,
isthat the characteristics and “initial endowment” of clients entering programs often changes over
time which introduces a bias. Baseline data on both groups would be necessary to control for this
bias, but is usually is not available on older clients. Recall data could be used, but the range and
reliability of some variables would be compromised. In generdl, if the budget and time frame alows,
it is preferable to use a non-client control group and to collect data on both groups at two pointsin
time. In selecting the comparison group, individuals should be screened against a small set of key
variables to establish the basis of comparability with program clients. Data on both groups at two
pointsin time can provideamorereliable basisfor assessing not only the differences between the two
groups, but aso the pattern and direction of change for both, thereby improving the plausibility of
the impact findings.

11. Use of alongitudina design

In general, collecting data at more than one point in time yields more reliable information than
depending on recall. Datafrom two pointsin time are important for measuring or estimating change
more reliably. This is especialy true for measuring change in areas where recal is weak, or if
attitudes, opinions and behaviors are likely to change over time. For example, recall data onincome
or self-esteem are not very reliable. Other questions lend themselves to more reliable recal
information, for example, questions on children’s education, or investmentsin housing or land. If a
longitudinal designisnot used, thesetypesof questions should be given preferencein the assessment.
Even if alongitudinal designisused, recall questions on some variables can yield useful and reliable
information on change and reduce costs.

12. Appropriate data collection tools, techniques, and processes

Thereliability of data starts with the choice of good variables and measures. Thereafter, it depends
on awell-designed questionnaire, the quality, training, and attitudes of enumerators/data collectors,
well-motivated respondents, and the use of cross checksto ensurethedataarevalidandreliable. The
quality of the data can be enhanced if survey questionnaires are not too long (10 - 15 pages), the
guestions are sequenced effectively (income and asset questions at the end), the interview time is not
too long (one hour maximum), the data collectors have the appropriate skillsfor the task (collecting
information from case studies requires different skills than collecting information through structured
guestionnaires), and the total number of data collectors involved in the assessment is kept to a
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minimum (less than 10). Closed-ended survey questions reduce errors and are easier to analyze.
Good questionnaires also requiretrandation into local languages and then reversetrandation to cross
check the accuracy of thetrandation. They further require pretesting to ensure that the questions are
clearly understood by data collectors and respondents, careful training of enumerators prior to data
collection, and standardizing instructions for recording interviews. Protocols are important for
introducing the study to respondents to incorporate them more into the process (Edgcomb and
Garber 1998; Barnes et al. 1998).

Objectivity and skill on the part of enumerators is important for collecting credible impact data.
Involving program staff who may not be objective or have the right skillsin collecting impact data
may influence the validity and reliability of somedata. In apractitioner-led assessment in Honduras,
however, Edgcomb and Garber (1998) found that staff could evaluate with objectivity and rigor.
Under what circumstances staff should beinvolved in the processof collecting and analyzing dataand
how to do so without compromising objectivity and rigor of the study is an issue for further
examination.

13. Systematic analysis of the data collected

Systemdtic data analysisisapivota link in establishing the credibility of an 1A. Good analysis starts
with the quality and reliability of the data, the manageability of the data in terms of quantity and
manipulability, and whether sufficient resources for analysis (time, money and people) have been
planned for. Much can be learned from previous assessments in terms of what types of questionsdid
not work in generating information needed for analysis. Documentation of these types of |essons
would be useful for the future.

Quantitative data can be analyzed in many ways, ranging from simple cross-tabulations, to more
sophisticated methods. It isimportant to choose the appropriate statistical technique. The choice
of technique should be guided by the data available; i.e., the form of the variables and whether they
meet distribution assumptions. The latter is not known until the data are gathered, coded, entered,
and tested using descriptive statistics to determine their distributional properties. The statistical
technigue should be chosen following this step (Gaile and Foster 1996).

Qualitative data also can be analyzed in different ways, but may require different skills. Challenges
relate to consistenciesin the way it isrecorded, variation in the level of detail, drawing out general
conclusionsand integrating it with quantitative findings. Morework on waysto integrate qualitative
and quantitativefindingsisimportant since most middle-range assessments use methodsthat generate
amix of quantitative and qualitative data. Involving staff in the analysis stage can provideimmediate
feedback relevant to program improvement and can promote co-ownership of the assessment.

14. Effective and efficient allocation of available resources

Many of the above elements are a direct function of the resources available for a study. It is
important to establish the total amount of resources available, and then to allocate them effectively
and efficiently across the various stages (planning, design, implementation, data processing and
analysis, report write-up, and dissemination) and components (e.g., personnel, travel expenses, field
costs, data processing expenses, and so forth) of an impact assessment. Up-front planning and
periodic reassessment are critical. A common pitfall isto usetoo many resourcesfor design and data
collection, at the expense of analysis and dissemination (or vice versa). This ultimately limits the
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usefulness of an assessment.

Littleinformation isavailable on assessment budgetsand all ocation of resources. TheHondurastools
test (Edgcomb and Garber 1998), which reports on the budget and the alocation of person days
across the various tasks associated with the impact assessment, is an exception. This type of
information is very useful for helping to improve the quality of studies (to provide guidance on how
to effectively plan for and allocate resources across tasks) and their cost effectiveness (to try to get
the most benefit from a modest budget).

15. Clear presentation of findings

Many impact assessment reports are challenging to read. Frequent coffee and snack breaks are often
required, but do not really solve the problem of cumbersome reports. Thisissue isnot unrelated to
the excessively broad scope of many assessments. The early sections of impact reports are often
straightforward and readabl e discussions of objectives, research design, methodol ogies, the program,
and the context. The challenge often begins in the sections reporting on findings. The issues are
complex, and reports often try to cover more ground than can be easily absorbed in one sitting.
Trying to squeeze everything into one report means that topics are not treated in as much depth as
they might otherwise be, or that the reports are very long. The key research questions or hypotheses
sometimes get lost, and the link between the analysis and the conclusions is not always obvious.

Perhaps one of the greatest challenges (which relatesto the analysis problem above) isintegrating and
“triangulating” the findings when mixed methods are used. Findings from case studies or focus
groups are often reported separately from survey findings rather than integrated. In some cases,
findings from case studies, which are more challenging to analyze and summarize, are not reported
aal®

To improve the effectiveness of reports, mixing text with bulleted points, small charts or tables, and
crisp introductory and summary paragraphsishelpful. 1naddition, shorter reports are more likely to
be read and absorbed. One way to avert “impact fatigue” is to present findings in more than one
report, each focused on avery specific impact question or set of issues. This strategy has been used
by Pitt and Khandker in reporting their impact findings from Bangladesh.

16. Effective dissemination to the intended audience

To beuseful, impact assessments must be disseminated effectively to decision makers. Dissemination
strategies suggested by Hulme include bullet point summaries, snappy presentations, and strategic
cups of coffee. The time lag between data collection and presentation should be reduced to a
minimum (Espegren 1997). Hulme suggests a period not exceeding nine months. Others argue for
the advantages of more immediate feedback, especially to program staff or other practitioners who
may have been involved in the assessment process. Directly involving practitionersand program staff
is one way to ensure immediate feedback. In addition, an impact assessment linked to a larger
program evaluation is likely to reach awider audience.

3 See Edgcomb and Garber 1998 for a discussion of the challenge of integrating findings from case
studies.
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17. Documentation of the research process

The documentation of the research process, including initial plans, problems encountered, changes
made, and lessons|earned, can enhance the transparency and credibility of animpact assessment, help
future assessors avoid the same problems, and contribute to the evolution of more efficient and
effective impact assessment methodologies. One purpose of the Honduras study was to test a
methodol ogy for studyingimpacts. Thereport very usefully describestheresearch processand lesson
learned (Edgcomb and Garber 1998). The background study on BRAC (Husain, et a. 1997) also
provides a useful description of both the problems encountered in the assessment process and
responses to those problems. The BRAC longitudinal research process basically has involved the
“evolution of an impact assessment system” and the mid-course addition of questions to better
understand the shortcomings of the program and its sustainability. While it would not be cost-
effective to document the research processin al 1As, the inclusion of learning components in some
impact assessments is important for the development of more efficient and effective impact
assessment methodol ogies.

C. Linking Client-Level Impacts and Microenter prise Program Performance

Animportant element of credible impact assessmentsis generating datathat are useful for improving
microenterprise program performance. Program performance relates to the effectiveness of a
microenterprise program in achieving specific institutional objectives such as expanding outreach,
maintaining a high-quality portfolio, and achieving financial sustainability. Program impact, by
contrast, relates to the success of amicroenterprise program in contributing to broader devel opment
goals. At the client level, this generaly relates to social and economic changes at the individual,
household, enterprise, or community level.

Effective program performance and client-level impacts are intimately related. In the short run,
programs may be able to perform well without having a positive impact on clients, and clients may
experience positive impacts even though programs are not performing well. Beyond the short run,
however, both are necessary for a program to achieve and maintain financial and institutional
sustainability.

A critical dimension of microenterprise program performance is its effectiveness in reaching the
intended client group and in responding to their needs, preferences, and demands. Thisisthe link
between the proving and improving goals of IA since it regards the client/service relationship.
Moreover, thisis an important intermediate step in theimpact chain, since programs that respond to
client needs should result in greater impacts. The effectiveness of microenterprise programs in
responding to client needs can be assessed through outreach indicators, client satisfaction surveys,
exit interviews, analysis of client transaction costs and client/service relationships, and a breakdown
of portfolio performance data by client gender, socioeconomic status, location, enterprise type, etc.
(Table3). Much of thisinformation can be obtained relatively easily and inexpensively in the context
of impact assessments. Thistype of information can be useful in relation to the objective of financia
sustainability by helping to identify strategies to expand the size and improve the quality of loan
portfolios (increasing revenues) and improve the efficiency of services (reducing expenses).

Information both on client impacts and the effectiveness of programs in responding to client needs
should be included in impact assessments to improve their credibility and usefulness. Chua (1998)
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suggests waysto use client-level information for improving programs. His paper discusses strategic
issues and choices facing microenterprise programs and presents aframework for assessing program
performance. Below, we discuss some examplesof how findingsof 1Asrelated to client-level impacts
and program effectiveness might be used in combination by program managers to inform strategic
choices and to improve institutional performance.

1. Making strategic choices

Chua (1997) describesanumber of strategic choices facing microenterprise programsrelated to their
mission and role in the overall development scenario and their contribution to poverty alleviation.
These include choices about the targeted clientele, the range and type of microenterprise servicesto
provide, the role of the program relative to the clients, and the nature of expansion plans. These
strategic choices have implications for the type of development interventionsto pursue, operational
requirements, and expected impacts.

Client-level impact data can inform these strategic decisions in several ways. For example, in the
Philippines case, an important strategic decision for ASKI and KMBI involved defining the target
clientele (Chua 1998). To this end, they faced severa questions. Should they pursue poverty-
focused lending or microenterprise lending in general? Should they focus on livelihood enterprises
or growth-oriented microenterprises? Should they support start-up enterprises or established
microenterprises? Should they focus on urban clients or rural clients? Should they target
microenterprises in specific industry sectors? The choice of target group has direct implications for
the design of the program aswell asfor measuring institutional performance with respect to outreach
and effectiveness.

There are several ways that client-level impact data could be used to inform this strategic decision.
Findings and lessons from previous impact studies could help to inform the issues by providing
information on the experience of other programsin lending to varioustarget groups. Previousstudies
provide insights on what types of financial service methodologieswork best for various groups, what
types of savings and loan products are most appropriate, and differencesin the demand for credit and
savings services. At asecond stage, baseline information on the target population and context can
provide abasic understanding of the degree of poverty, nature of economic activities, and borrowing
and saving behaviors. The results could inform the design of the services to be provided and their
expected benefits. Periodic impact assessments using this baseline information can be utilized to
revisit the appropriateness of the strategic choice in relation to the program context and objectives,
client satisfaction, and actual benefits.

2. Improving institutional performance

The impact assessment by Bruntrup, Huda and Rahman (1997) of the Association for Social
Advancement (ASA) in Bangladesh provides some concrete exampl es of how impact information can
be used to improve programs. They found that impact information can be useful for the following:

I deciding where to locate branches (impact data revealed that the ability to conduct
transactions at branch offices wasimportant for some clients because personal monetary
transfers are still done in the face of considerable risk);

uncovering areas of potentia investment that do not fit terms and conditions of loans;
understanding information on savings behavior to design savings schemes;
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assessing information on the capacity of clientsto absorb risksto hel p determine the need
for more formal protection of client deposits; and

revealing the potential for clients to graduate to the formal financial sector with
corresponding implications for strategic choices for the program.

The Honduras assessment (Edgcomb and Garber 1998) a so identified someimportant links between
impact and institutional performance and suggests severd “ client-sengitive” performance indicators.
For example, ingtitutional performance indicators often focus on the total volume of lending or total
numbers of clients. The assumption is*“the morethe better.” However, the study found that it is not
only the volume of lending, but the turnover of clients that is important. Client turnover has
implications for impact because, as a growing number of impact assessments show, most benefits
accrue over time. For clients who leave the program early, impacts are limited. 1f a mgjority of
clientsleave the program early, total impacts are reduced. Re-loan rates, therefore, may be a useful
indicator for estimating impacts. The study further found, for example, that village bank clients
experience impact only after two or three years. An important performance indicator related to
impact, therefore, might be the total number or percent of al clients who have participated in the
program for more than two years. The study also found loan size to be related to impact, which
suggests that another indicator to gauge impact might be the total number or percent of al clients
recelving loans over acertain size.

Expanding on these ideas, we can identify performance criteria commonly used by institutions and
consider how information on client-level impacts might be combined with standard performance
indicators and used to improve program performance. MFI performance criteria basically relate to
program outreach and effectiveness (the ability to effectively reach large numbers of people,
especially the poor) and financial viability (ability to operate at a level of profitability that alows
sustained serviceddlivery withlittleor no dependence on outsideinputs) (Christianet al. 1995). Table
3 provides some examples.

3. Summary of ways impact information can be useful for improving portfolio performance

Tohelpmicroenterpriseprogramsretain clients(reduceturnover): Theborrowingrate, repayment
rate, arrears rate, and default rate are proxy indicators for product responsiveness to client
requirements. Analysisof theseratesby client characteristics (gender, socioeconomic status, location
variables, sel ected househol d characteristics, sel ected enterprise characteristics, number of loans, loan
size, loan processing time, or other target group characteristics) could provide insight into the
appropriateness and responsiveness of the loan product to the requirements and preferences of
specific market segments. This data, combined with information on client satisfaction and reasons
for leaving, could be useful in improving program design to reduce turnover.

To help microenterprise programs expand outreach: Information on the characteristics of
successful and repeat borrowers and savers can help in expanding outreach to people with similar
characteristics. Information on who is not borrowing and why, can help in adjusting program design
(e.g., introduce new loan products) and delivery systems accordingly.

To help microenterprise programs improve portfolio quality: More specific information on who

is not repaying and why (analysis of indicators as per the first point above) can be used to improve
follow-up on clients and to adjust product design and delivery systems if necessary.
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4, Summary of ways that impact information can be useful for improving institutional
performance

To help microenterprise programs define their strategic objectives. Findings and lessons from
previous impact studies, baseline information on the target population and periodic impact
assessments can help organizations define their strategic objectives, and to reassess them over time
in relation to program experience.

To help microenterprise programs design and deliver appropriate productsthat respond to client
requirements. Impact assessmentsthat assess client satisfaction, study the reasonsthat peopleleave
the program, and study the reasons that people stay in the program in relation to different program
inputs, loan sizes, number of loans, savings scheme designs, and delivery mechanisms can be used to
improve the design of products and services provided.

To help microenterprise programsmobilizefunds: For investors concerned not only with financial
returns to investment, but social returns to investment, impact information can provide information
on the socia dimensions (“returns’) to their investment. Thisinformation can be used to inform and
justify their investment decisions.

To help microenterprise programs to establish credibility: Impact information can help to ensure
that claims of microfinance program benefits do not outstrip reality. It can help to establish the
credibility of an institution by substantiating claims about the benefits of the services provided.
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TABLE 3: SUGGESTED GUIDELINESFOR SELECTING MFI PERFORMANCE
INDICATORS AND RELATED IMPACT INFORMATION

MFI INDICATOR

RELATED IMPACT
INFORMATION

HOW COMBINED INFORMATION COULD
BE USED TO ENHANCE PERFORMANCE

Outreach and Effectiveness

Disbursements — number of
borrowers reached by program

by target group characteristics

(e.g., gender, socio-economic status, location,

microenterprise type, €etc.)

to assess effectiveness in reaching the intended target group;
to devel op strategies for improving outreach to target group

Number of borrowers currently
active

by target group characteristics

to assess effectiveness in reaching target group and to
identify strategies for improving outreach to target group

Average outstanding loan size

by target group characteristics

to assess effectiveness in reaching target group with
appropriate loan size; to identify sub-groups likely to benefit
more (previous studies suggest a relationship between larger
loan size and positive impact)

Percent women borrowers

by other target group characteristics

to assess effectiveness in reaching women in al categories of
the target group; to identify strategies for improving outreach
to women

Number of savings accounts by target group characteristics to assess effectiveness of savings servicesin reaching the
target group; to identify strategies for improving savings
services for the target group

Average amount of savings by target group characteristics to assess effectiveness of program in mobilizing savings of

the target groups; to identify strategies for improving the
design of savings services to increase the volume of savings

Effectiveness
Re-loan rate by target group and loan characteristics to better understand who repest borrowers are; to identify
groups that may be benefiting more through repeat loans; to
identify strategies for expanding the volume of lending by
reducing turnover of clients
Dropout rate by target group characteristics to better understand who is dropping out and why; to identify
by loan size strategies for retaining more clients
by number of loans
by reasons cited for exiting
program
Repayment rate by target group characteristics to better understand the characteristics of clients
Arrears by age by loan size experiencing repayment problems and why they may be
Defauits by number of loans having_ probl ems; to identify strategies for improving
portfolio quality
Credit and deposit flows by local economic cycles to better understand the role of credit and savingsin
by target group characteristics smoothing investments, income, and consumption (i.e.,
managing risks)
Viability
Costs per amount lent by target group characteristics to pinpoint potentia problem areas; to reassess service

Cost per new loan made

delivery strategies for various groups; to identify strategies
for reducing service delivery costs

Sustainability

SOURCES OF FUNDS
Grants and donations

impact information related to the socio-
economic investment objectives of donors

to justify, encourage investments

SOURCES OF FUNDS
Members' capital

impact information related to the socio-
economic investment objectives of members

to justify, encourage investments
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[11. Lessonsfrom Recent Impact Assessments

A. Description of the Background Studies

Five recent impact assessments submitted as background papers for this virtual meeting, plus two
related assessments, provided the set of studies reviewed to identify lessons. Most of them are
characteristic of a middle-range approach. The assessments cover nine programs in five countries.
Four are cross-sectiona and three arelongitudina study designs. A ppendices One and Two describe
elements of their design and methodology and key findings.

These assessmentsreflect significant progress in the devel opment of methodologies for studying the
impact of microenterprise services. They encompass many of the elements of credibility and
usefulnessdescribed above. Ingeneral, they have clearly stated objectivesthat include both justifying
investments and improving programs. Their audiences include both donors and practitioners. The
assessments have well-documented research designs and most use mixed methods. Six of the seven
studiesinclude comparison groupsand severa cover respondentsin non-programsites. Somestudies
contain useful sections describing the data collection process, and refer to problems encountered and
describe how they were addressed. This type of information is very useful for improving future
assessments.

One of the strongest attributes of several studies is that they effectively build upon previous work
related to impact (especially in Bangladesh, which continues to be ahead in terms of the number of
impact assessments). The growing body of information on impact has helped to identify impact
variables and measures that have been valid in previous studies. Another strong point of several of
the reportsis that they present good descriptions of microenterprise programs and institutions, and
of the context in which respondents live and work.

Severa of the assessments are works in progress. Three of the studies (Uganda, Philippines, and
BRAC in Bangladesh) are longitudinal and current reports present baseline or interim findings only.
A concept paper that proposes a practitioner-driven approach was also submitted (Espegren 1997).

Studies Used to Identify L essons

AFRICA
Assessment of Caisses Villageoises D’ epargnes et de Credit Autogerees (CVECA) in Mali
Assessment of FINCA, FOCCAS, and PRIDE in Uganda - baseline report

ASIA
Bangladesh Rura Advancement Committee (BRAC)- interim report
Women's Enterprise Development Program (WEDP) in Bangladesh
Association for Socia Advancement (ASA) in Bangladesh
Alalay sa Kaunlaran sa Gitnang Luzon Inc (ASKI1) in the Philippines - baseline report

LATIN AMERICA
Organizacion de Desarrollo Empresarial Femenina (ODEF) in Honduras

22



L essons

One lesson from the background studies is that establishing plausible association between programs
and changes experienced by clients requires both agood control group and areliable way to measure
or estimate change. The assessments use different criteriaand methods for selecting control groups.
This is not always documented in the study, however, so judging the reliability of the findings is
difficult. More attention to the topic of control or comparison groups would help to improve the
credibility of middle-range 1As. In particular, discussion should focus on building consensus on
minimum requirements for control groups and effective, economical selection methods. To improve
the reliability of measures of change, Two things are important. First, appropriate variables and
measures should be selected. Second, a longitudinal study design should be used. Consensus on
minimum requirements for reliable measures of change would also help to improve the credibility of
middle-range |As.

A second lesson is that sample sizes cannot be too small; a sample of less than 400 seems to be
problematic. Thestudiesthat had survey samplesof lessthan 200 all reported limitationsin analyzing
the data.

A lesson from the WEDP study in Bangladesh isthat ssmple PRA methods can be useful in generating
information to improve program performance. This study, which involved focus group interviews
with 138 clients, generated data relevant to program efficiency and expansion. For example, the
focus groupsidentified aproblem of high client transaction costsand partici pants offered suggestions
about how costs could be lowered. Also, the interviews revealed that borrowing requirements such
as male signatures on loan applications and home ownership certificates can limit outreach to poor
women (the target group of the program). The focus group approach was also useful in uncovering
negative changes. Inthiscase, anincreaseinthe useof child labor in client enterpriseswas noted (the
study method was not able to associate it to the program, however, because there was no control or
comparison group). Finaly, this method was useful for assessing client relations with staff, which
in the case of WEDP were very good.

A lesson from the Honduras (Edgcomb and Garber 1998) and ASA Bangladesh (Bruntrup et al.
1997) studiesis that data on client satisfaction are easy to collect and analyze. The results can be
useful for improving understanding of the impact processes as well as program design and
implementation.

The CVECA study in Mali (Ouattara et a. 1997) uses an interesting and innovative framework for
assessing the impact of microfinance services. It considers impacts both on the supply of financia
services and the demand for these services, with emphasis on how the CVECAS contribute to risk
management at the household and village levels. Thisisacritical question in the microfinance field.
The study generated information on how local CVECA unitsfitinto thelocal context and used funds
flow analysis to assess the use of CVECA savings and credit to manage risks. Thistechnique tracks
the timing of deposits and withdrawalsin relation to local economic cycles as a proxy for the use of
funds (although the study ultimately was not able to draw convincing conclusions about the use of
funds). Further testing and refinement of funds flow as a proxy indicator for risk management, with
more emphasis on the link between the timing of the flows, use of the funds, and risk management
at the household level, would be useful. The study convincingly argues for the importance of
understanding the impact of financia services on the savings and borrowing behavior of clients and
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how this relates to risk management and to program performance. This is an important topic to
consider in future impact assessments.

A lesson from the ODEF Honduras study is that practitioner-led impact assessments can be rigorous
and generate cost-effectiveinformation useful for bothimproving programsandjustifyinginvestments
in microenterprise programs.

As a group, these studies suggest a number of areas for future work in developing lower-cost
methodol ogies for assessing the impact of microenterprise programs. These include the following:

improving the reliability of measures or estimates of change and devising smple but
reliable ways to measure change;

demystifying the control group issue, by evolving guidelines for the use of groups (who,
wherefrom, how many to include, how to find them, how to motivate them to participate,
how to effectively use the data obtained);

cutting back on the amount of data collected (one study included over 1300 questionsin
the questionnaire; another study had 105 tables);

applying more powerful toolsto analyze the quantitative data (beyond cross tabulation);
evolving more effective ways to analyze qualitative data;

evolving more effective ways to integrate quantitative and qualitative datain the design
of studies and in the analysis of data;

documenting the dissemination plan or process,
documenting the eventual use/usefulness of the IA to audience;

documenting the research process and what was learned about methodology (AIMS
Honduras and Uganda reports are models for this); and

effectively using information on the program and its context in interpreting findings.
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IV. Suggested Guidelines for Lower-Cost Impact Assessments of
Microenterprise Programs

A. Select a small set of hypotheses and variables that have demonstrated validity in
previousimpact studies

The selection of hypotheses, impact variables, and control variables for any one impact assessment
will vary according to the objectives, the context of the program(s), and the study design.
Notwithstanding, there are some key impact questions that cut across the microenterprise field.
Hypotheses and variablesrelated to these questions have been tested in more than one place, and have
demonstrated validity in different programs and contexts (Tables 4 and 5). These suggest some
(although not all) areas where we should expect to see (and look for) impacts in future assessments.
Further tests of hypotheses that have demonstrated validity in previous studies can help to build a
body of common knowledge on impactsin selected areas. Eventually, they might be used to develop
some impact indicators for evaluating the success of microenterprise programs. By presenting this
list, we do not mean to suggest that 1As rule out other hypotheses and variables that may be more
relevant to a particular program and context.

B. Suggested Guidelinesfor Credible, Useful, and Cost-Effective Impact Assessments

The design and implementation of microenterprise program impact assessments should be guided by
practices that ensure credibility by i) establishing plausible association between changes experienced
by clients and their participation in a microenterprise program and ii) generating information that is
useful for improving programs. The guidelines suggested in table 6 are not intended to be arecipe
for conducting impact assessments, nor do they suggest a standardized impact assessment method
for all programs. Rather, they are meant to serve as a checklist of things to consider in planning,
designing, and implementing impact assessments.

These suggested guidelines are still at a preliminary stage of development and are offered asa
“first cut.” They need to be further tested and refined based on practice.

25



TABLE 4. SUGGESTED GUIDELINESFOR SELECTING HYPOTHESES AND
VARIABLESWITH DEMONSTRATED VALIDITY IN PREVIOUSIMPACT
ASSESSMENTS*

Hypotheses and Related | mpact Variables
“Participation in microenter prise programs leads to increases in household welfare”

Related variables

Household income (level and sources)

Savings

Household assets (e.g., contextually defined assets that indicate improved economic status, such as refrigerators or
transport vehicles)

Land holdings

Expenditure patterns reflecting more investments and expenditures that improve the quality of life such as food
expenditures (contextually defined)

Children’s education (e.g., increased expenditures on education; increase in the proportion of school age children
in school)

Seasona fluctuations in per capita food expenditures

Household's effectiveness in coping with shocks (types of shocks and coping strategies)

Borrowing, saving and lending patterns (changes in relation to contextually defined borrowing and savings
systems; in relation to contextually defined production, investment, and expenditure patterns)

Practices related to non-financial program services (e.g., health or nutrition practices)

Family planning practices

Poverty gap (difference between household poverty level and poverty line)

“Participation in microenterprise programs leads to increased enter prise stability and growth”

Related variables

Microenterprise profits (reflected in marketing margins, sales value, volume of sales)
Microenterprise fixed assets, especially among repeat borrowers

Paid and unpaid employment generated by the microenterprise

Business practices (including use of technology)

“Participation in microenter prise programs leads to increased individual enpower ment” *°

Related variables

Personal income

Labor productivity (earnings in relation to hours of work)

Client’s control over use of money they earn (over purchases)

Assets owned and controlled by client

Pattern of savings towards more formal channels

Women’s share of income and assets

Self-confidence and self-esteem for women (improved self-image; increased capacity to manage specific aspects of
the enterprise; extent to which the respondent values her own contribution to the household; the extent to
which others value the respondents capacity and abilities)

Increased mobility, especially for women

Participation in decision making

4 Many of these hypotheses and variables were identified in the AIMS research plan for carrying out
impact assessments in three countries. These were identified on the basis of their demonstrated validity in previous
studies, their cross cutting nature and their meaningfulness in understanding the contribution of microenterprise
programs to household economic welfare, enterprise stability and growth, and individual control over resources,
self esteem, and self confidence.

5 See Chen 1997 for a comprehensive discussion and guide for assessing the impact of microenterprise
services at the individual level
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TABLE 5: SUGGESTED GUIDELINESFOR IDENTIFYING MEDIATING OR
CONTROL VARIABLESWITH DEMONSTRATED VALIDITY IN
PREVIOUSIMPACT ASSESSMENTS

Mediating or control variables

Household level

Socioeconomic status

Poverty level

Dependency ratio (workers to dependents in househol d)
Initial endowment of household (e.g., assets)

Gender of head

Enterpriselevel

Initial endowment of enterprise (contextually defined)
Gender of owner

Location of enterprise (urban or rural)

Type of enterprise

Increased labor supply in enterprise

Individual level

Gender
Control over loan

Program

Program methodology

Loan size

Number of loans

Repayment cycle (weekly vs. monthly)

Term of loans (short term, medium term)

Length of membership in program

Client use of the loan (used for production and investment or for consumption and risk management)
Client satisfaction with program

Context

Thiswill be determined on a country-specific basis.

28



TABLE 6. SUGGESTED GUIDELINES FOR CREDIBLE, USEFUL, AND COST-EFFECTIVE

IMPACT ASSESSMENTS

To reliably establish plausible association

Planning Stage

Identify successful programs

Begin planning the IA process as early as possible
Review key program and context variables

Define objectives of the study

Define use of the findings

Define audience for the study

Define level of reliability required

Define the methods to be used

Estimate the sample size and locations

Define personnel needs/availability for the assessment

Define the time frame for the assessment (longitudinal assessmentsiif
possible)

Estimate the budget needs and availability of funds

Design Stage

Select a small set of meaningful hypotheses

Select valid impact and mediating variables that are linked to the
hypotheses

Document the mix of methods to be used (surveys, case studies, focus
groups, PRA methods, or other)

Select an appropriate mix of approaches to measure the direction and
pattern of change and to estimate the amount of change, depending on
the variable

Design and document the sampling plan (size, criteriafor selection).
This should include a control group either of new clients (to compare
with old clients), non-clients (to compare with clients)

Identify other basic analytic categories which might influence the
sampling plan

Design and document the data collection plan (questionnaire design/pre-
testing/translation)

Re-eva uate the budget and adjust accordingly
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To improve program performance and
impact

Explore client and program staff perspectives
on the meaning and value of program
participation and positive and negative
impacts

Involve program staff and management in the
planning process

Promote the development of constructive
relationships between program staff and
outside assessors

Involve program management and staff in the
design process

Select asmall set of indicators to assess the
effectiveness of the program in reaching the
intended clients and in responding to the
needs, preferences, and demands of
different client sub-groups



To reliably establish plausible association

I mplementation stage

Wait to collect data until the program or branch office has gone through
its start-up phase and reached some degree of stability in its strategy,
operations and staff (unless the baseline is also used to assess the
market)

Hire personnel with the appropriate skills and experience

Train enumerators and other data collectors

Refine data collection instruments

Ensure adequate supervision of the data collection process

Use cross checks in cleaning, coding and entering the data
Document problems encountered, responses and lessons for future

Analysis stage

Link the analysis to the hypotheses

Choose an appropriate statistical technique

Use analysts with appropriate skills

Devote enough time to this stage

Triangulate

Document problems encountered, responses and lessons for future
Present the findings clearly

Get feedback from program staff and clients

Dissemination stage

Leave time and resources for dissemination to the intended audience
Disseminate information on the research process
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To improve program performance and
impact

Involve program staff, including mid-level
managers, in the data collection and
analysis process if the priority objectiveis
improving program performance and
impact

Involve program management and staff in the
analysis process to promote co-ownership
and immediate feedback

Write up findings in a comprehensible, user
friendly way

Develop a specific dissemination plan

Disseminate findings as soon as possible after
data collection (nine months maximum)
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Appendix 1: Eight Impact Assessments. Elements of Research Design

Country

Objectives of

by Korotoumou
Ouattara,
Genevieve Thi-
Diew-Phuong
Nguyen,
Claudio
Gonzalez-Vega
and Douglas H.
Graham

contributions to
risk management
at household
(hh) and village
levels

Audience:
Donors
MFls
Academics

Levels of analysis:
institutional,
individual (ind.),
household, village,
region

Type of data:
Institutional
policies,
procedures, and
financial
information
Economic

Socid

agriculture and trade, help
members deal with shocks

3. Village: CVECA isa
complement to informal
finance, enhanced village
group activities and attracts
group savings, dominant role
in financial landscape
compared to other sources of
finance

4. Regional: expands trade
relationships and contributes
to regiona economic
integration

path of institution)
organizational viability
structure of hh income
(agriculture and non-agriculture)
total hh wealth (total income;
total value of physical assets;
total value of savings

ability to manage crisis
access to savings

use of financial assets

access to credit

Program the study Conceptual Hypotheses Variables Findings
- framework
Author Audience
MALI To assessthe Impact chains: 1. CVECA contributes to » quality of services CVECA effectively reaches poor
impact of CVECA, and other | improved risk management * capacity and willingness of people in villages. Also includes
_ CVECA (in external at the hh and village levels CVECAsto reach clientele somerrich clients
Caisses _ combination with | interventions and 2. Ind/hh: Encouraged (comparison of credit and clients smooth income by savings,
Villageoises other indigenous déposit mobili zation deposit flows in relation to but women have limited savings
D’epargneset | interventions) on | institutions diversification of de;;osit and seasonal patterns of hh income, credit flows coincide w/
de Credit the supply of contribute to risk loans; longer term and larger investment, and consumption; withdrawals, and w/ seasonal
Autogerees financial management at hh | oans' loans for use in deposit and credit policies, patterns of hh income,
services, and and village levels ' collateral requirements, growth consumption, and investment

peaks. Conclude probably used for
production (no evidence though)
loan demand less for women
clients have larger, more diversified
access to deposit and loan sources,
although women save and borrow
less

loans larger, longer term, lower
interest rates. Almost exclusive
source for hh

timing of loans shows clients use
for agric. and trade and to smooth
consumption (note: evidence not
convincing)

CVECA an additional way of
dealing with crisis, but inconclusive
evidence that helps deal with
shocks

Complements, but does not
substitute for informal financial
sources in village.

Have attracted savings formerly
held in informal groups

regional impacts-- more trade (no
evidence to support this conclusion)
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
UGANDA To provide Impact chains: Participation in Input: program participation n/a
USAID with data | Household microfinance program leads Baseline survey only
FINCA, to report on the economic portfolio | to: Impact variables
PRIDE, impacts of model » improvement in economic | HH: diversification in sources of
FOCCAS microfinance welfare of household income, living conditions (# rooms
“An Services upon Levels of analysis: * enterprise growth or and infrastructure in house), school
Assessment of clients, their Individual stability enrollment, hh diet, effectiveness
the Impact of households, and | Household « individual empowerment in coping w/ financial crisis,
Microfinance enterprises. Enterprise » stronger social and rural amount of land used, crops,
Servicesin Includes networks livestock, new health and nutrition
Uganda: information on Types of data: practices
Baseline client linkagesto | Social and ENT: investment in fixed assets,
Findings the agricultural economic employment (paid and unpaid),
Volumel” sector. continuation or expansion of
(draft) microenterprise
Baseline report IND: control of own earnings,
By Carolyn on study design assets owned and controlled,
Barnes, Gayle and pattern of savings, agricultura
Morris, Gary implementation input purchases
Gaile process. Reports RURAL AND SOCIAL
baseline findings NETWORKS: flow of remittances
Feb. 1998 -- characteristics and transfersto rural areas
of sample.
BASELINE Mediating variables: gender,
REPORT Audience: geographic location
ONLY Donors
Practitioners
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
PHILIPPINES | To ascertainthe | Impact chain: Economic Income: individual amount and n/a
ASKI extent to which » household funds * Increased hh income sources, hh amount and sources, Baseline survey only
access to credit flow framework * increased expenditure to ME gross sales, value of goods
“Impact of and financial (inflow /outflow improve quality of life consumed, net income
Accessto services model, flows * increased assets Expenditure: on hh assets, food,
Credit on the contribute to affected by hh « higher level of ME activity | rent and utilities, house repairs,
Poor: A poverty resource (volume, type, quality of education/training, health,
research design | alleviation allocation output, technology) emergencies, ME capital
and baseline decisions, equipment, ME repairs and
study” To compare the availability of Social/Behavioral maintenance of capital equipment
cost effectiveness resources, needs, | ¢ Higher no. women borrow, | School participation: rates, types
By of microfinance wants, perceived increase amounts of schoals, reasons for non-
Ronald T. models to other opportunities, borrowed, and shift from attendance
Chua poverty values and money lenders Health facilities: visits by type
Dec. 1997 alleviation priorities of hh » Higher no. women save, Assets: savings, household assets
programs decision makers) increase amount of savings | (list),ME capital equipment/tools,
BASELINE » impact defined as | « women increase control value of selected business current
REPORT Audience: changesin OVer resources assets
ONLY Donors inflows, outflows, (independent income, Land and housing tenure and
Practitioners level of various amountsinvested inown | quality

resource pools;
changesin
behavior related
to accessing and
allocating funds,
saving and
borrowing
behavior, hh
decision making,
level of
community
participation
Levels of analysis:
 Household,
Individual,
Enterprise
Types of data:
« Economic and
socia

business, personal assets)
« women increase influence
over magjor hh decision
(greater participation in
decisions regarding
consumption, productive
investments, asset
accumulation)

Level of economic activity
Savings and borrowing behavior
HH decisionmaking
Participation in comm. activities
Mediating variables: Individual,
ent. and hh variables described
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework

Author Audience
Bangladesh To assess Impact chain: Research questions: Input variables : * positive impact on enterprise and hh
WEDP WEDP simpact | not specified » iISWEDP isreaching the Loan size income
“Client Impact | on borrowers intended people? * positive impact on reducing
Assessment of Levels of analysis: » what are the qualitative Impact variables indebtedness
Women’'s Audience: Household, and quantitative impacts Use of loan funds * positive impact on employment
Entrepreneur- WEDP Enterprise, on clients and their Employment generation « half of non-family employment
ship management and | Individua households? Income generation generated for children (negative
Development program staff; » what isthe likely Asset acquisition impact)
Programin Donor program Types of data: continued impact over Decision making * large impact on women’'s
Bangladesh” managers Economic and time? Women'’s status entrepreneurship and decision
By Jeanne social * isthe project purpose making
Koopman Part of larger (institutional being achieved? Intervening variables: Project performance information:
1996 program performance * isthe design appropriate Poverty level » good relationship between WEDP

evaluation addressed in wider as astrategy for poverty staff and clients

study)

reduction in Bangladesh?

Focuses primarily on client
perception of impact

« high borrower transaction costs
relative to interest rate...

* |oan size to small

» approval process for larger loans too
cumbersome

» grace period to short

» mixed views on forced savings,
interest in voluntary savings
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
Mid-term impact | Impact chain: Not stated Input variables: Credit, training, Cross sectional analysis:
Bangladesh assessment Household material technical assistance (no mention of | Positive contribution to material well
BRAC (IASdesignedin | well being, seasona participation in BRAC sectoral being:
“Poverty 1993, revised in | vulnerability and programs)  land acquisition: 3.8% shift from
Alleviationand | 1996. To be coping capacity. landless to some land; small
Empowerment: | applied in 1996 Empowerment Impact variables: Asset holding, increases in size for others
An Impact and 2000. This | through material, savings and net worth, household » Employment: SE increases from
Assessment is 1996 report on | relational, expenditure; improvements in 28.4 to 40%
Study on findings) cognitive, and housing » assets: non-land assets increase
BRAC's Rural perceptual change. over time, but related to other
Development » to measure Mediating variables: Loan use; factors
Programme success of RDP | Levels: amount of land, sex, occupational » net worth: 50% higher for BRAC
(IAS1)” in raising the Household, status of hh head, women’s » savings: twice as much for BRAC
socioeconomic | Individual, involvement in IGAS « calorie consumption and total
by A.M. status of the Village expenditure: higher for BRAC.
Muazzam target organization « ratio of non-food to food
Husain populations expenditures higher for BRAC,
* toidentify Types of data: increases with hh income.
December 1997 shortcomings Social and » housing: quality higher for BRAC
of program economic » education: higher in level of educ of
and its head, average level of hh educ.
sustainability adult literacy, primary school
enrollment.
Audience: BRAC » health: BRAC members higher on
Donor all indicators
Consortium Poverty:
(donor program » proportionally fewer BRAC
managers and members under poverty line (52%
field staff) and 69%)
BRAC » poverty gap less (BRAC members
management less poor)
(BRAC policy » fewer in severe poverty (22% and
makers, program 37%)
manager, « fewer experience food deficit
operational  impacts higher for those with more
managers loans and those who are self

employed
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Country
Program
Author

Objectives of
the study
Audience

Conceptual
framework

Hypotheses

Variables

Findings

Vulnerability:

» seasonal fluctuationsin per capital
mo. Food expenditure lower for
BRAC. (3% and 18%). - BRAC
members spend more (total)

Women' s empower ment

« increased involvement in IGAS;, half
hand over loans to men;asset
ownership and control increases
wi/length of membership, but still
limited; more positive self
perceptions and self confidence;
reduced mae dependent, husbands
give more importance, share morein
family decision making, increased
mobility and outside communication

Panel data analysis

* BRAC f increase greater for
comparison group. Initial
endowment (of assets) important
determining factor.

* non-institutional cash loan decreases

for BRAC members except self

employed ones

housing- better quality for BRAC,

but increases in value greater for

control group.

drop outs no different than other

BRAC members; less credit and

savingsin last three years; not

homogeneous; 85% drop out by
choice; 15% by force; Reasons. 10ss
in IGAs, loan repayment problems,
problem with savings; objections of
in laws, misunderstanding,
involvment in other NGOsmembers

have higher asset levels, but rate o

outreach: poorest proportionately

covered by BRAC. 83% BRAC VO
members in target group
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
To assessthe Impact chains: Not stated Input: Reach very poor although no specific
Bangladesh impact of ASA Credit used for » savings plus credit target group
ASA on economic, production and  savings, credit and Dev. Income growth 5-7% more than
“Impact health, social consumption; leads education control group
Assessment of and educational to improved hh  savings, credit, dev. education Productive use of credit
the Association | aspects. To income and family and health Consumption use the longer in
for Social contribute to the | welfare; effects program
Advancement debate on how mediated by Economic Impacts: Increased Diversification
(ASA)” rural credit and environment HH level, HH incomem, new Assets higher in ASA group, mostly
other sources of income, HH Income by dueto ag. land,
by M. complementary Levels of analysis: labor and decision power, Assets 70% loans controlled by men
Bruntrup, A. measures Household (Value by ownership; change), HH | Women’s share in income and assets
Huda, S.M. influences family | Regional/village savings, HH borrowing and very slowly increasing over time
Alauddin, M. welfare. level lending out Hard to attribute regional changesin
Rahman Village level prices to credit program...
Audience: Types of impact: Labor supply, employment of hired | Older member ahead in social
August 1997 Donor Economic and labor, wage rates, prices of selected | indicators than control group and new
consortium social high end goods members, but start at a higher level
ASA, donor and Health Mobility and decision making
other Changes in health situation improves only alittle. Skeptical about
development Social impacts social impact claims of other
policy makers Types of group activities, programs.

leadership, asst. from outside
sources, mobility; perceived
impacts on community, changein
recreational or leisure behavior
Drop outs

Reasons

Political participation

Cast votes?

Support for conservative or
progressive parties

Health -- impacts not overwhelming;
difference. not that great with control
group. Health programs very
widespread. Health effects likely to be
long run.

Women's self esteem increases, but
economic. empowerment more than
social. Social empowerment positive,
but slow.

Appendix 1 - Page 7




Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
Honduras * to provide Impact chain: Participation in ME services | Ent level: » Strongest difference between clients
ODEF meaningful Household portfolio | leadsto » Sales, reported profits, and non-clients in size, profitability,
“Practitioner datato help of income HH: increased income, calculated profits, changesin and development of the businesses
led Impact practitioners generating and assets, welfare such as food business, ent. fixed assets, » At hhlevel, strongest differencesin
Assessment: A better investment security, housing and health location, personal income, savings, food
Testin understand the | strategiesto achieve | IND: increased control of HH level: consumption, and basic home
Honduras’ impacts of ME | specific goals resources for women clients, | ¢ Savings (amounts, increased), improvements
services at the paid labor and productivity aver. no. hh assets, increases in « Individual level, women clients
by Elaine hh, individual, | Levels: Individual, | of women'slabor, self hh assets, increasesin hh achieve greater productivity (fewer
Edgcomb and business, and business, esteem for women, no income, improvementsin food hours in business with higher
Carter Garber community household, and negative impact on consumption returns)
level community children’ s labor Ind. level. * Qualitative data shows improved self
March 1998 * to establish BUS: increased net worth, * Increase in personal income, esteem and confidence of women,
plausible Types: Social and net cash flow, differentiation greater self esteem but little difference with respect to
association economic between ME and HH Community level decision making and control issues,
between COMM: increasesin paid » Level of employment generated employment, and other welfare
perceived employment Former client survey effects
impacts and CLIENT SATISFACTION: » Reasonsfor leaving
program Client satisfaction survey
interventions * Interest rates, efficiency, services
« to understand offered, comparison with other
client lenders, loan terms and
satisfaction repayment policies
w/program
e totesta
practitioner led
impact
assessment
process
* not an impact
assessment:
rather an
indication of
likely impacts
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Country Objectives of Conceptual
Program the study f Hypotheses Variables Findings
- ramework
Author Audience
No country Proposes a Impact chain: None stated Minimum set: n/a
(Study design) | simple approach | Framework based » changein assets (value of Study design only
to impact on intended inventory, total business assets,
“Microfinance | assessment for beneficiary school new investments)
Impact NGO microcredit | of thought. Focuses » changein savings (value,
Assessment: A | programs on who benefits and number of households with
dynamic targeted to the how much savings over a set level)
dialogue poor. Combines « health (nutritional status, potable
Approach” rigor with low Levels of analysis: water, latrine, health/nutrition
cost and low Households (could knowledge)
by Oddvar demands on staff | be supplemented by * education (no. children in
Espegren time. individual) school, male/female enrollment
rates, literacy rates)
September Proposed Types of impacts:  improved housing (roofing
1997 audience: Socia and material, number of furniture,
Loca economic size, water/electricity)
practitioner » empowerment (women'’s control
NGOs (nhot over loan, hh decisions, group
donors or users) self management, changesin
interested in time allocation, membership and

improving the
impact of their
programs

leadership in community
organizations, contribution to
family support, use of birth
control)
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Appendix 2: Eight Impact Assessments. Elements of Research Methodology

Country Sample design Data collection Data processing Personnd
Program Main method (type, size, control instruments/ . Timeframe !
and analysis Cost
Author group) SOur ces
Mali Institutional analysis Cross sectional Individual questionnaire Information not | Field work Field work:
CVECA information on design | Control group (28 pages, 1,214 questions) | available conducted 2 economists
Caisses Villageoises | and internal organization, credit Village questionnaire March-April 1 socio-
D’ epargnes et de and deposit policies, balance 175 people (mainly | (14 pages, 126 questions) 1997 anthropol ogist
Credit Autogerees sheets, history of deposit and hh heads) Report
credit transactions for all clients | 83 members completed Anaysis:
since 1993, discussions with 92 non-members December 1997 | additional 2
by Korotoumou CVECA management economists
Ouattara, Genevieve committees and larger public 7 Villages- 25 Data from one
Thi-Diew-Phuong people per village point in time Cost data not
Nguyen, Claudio Client analysis 4 with CVECA available
Gonzalez-Vega and Cross sectional sample survey (18 members 7 non
Douglas H. Graham members)
3 without CVECA

(25 non-members)

Random selection
of clients and non-
clients

Matching variables:

Similar
characteristics (not
specified)
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Country Sample design Data collection Data processing Personnd
Program Main method (type, size, control instruments/ . Timeframe !
and analysis Cost
Author group) SOur ces
Uganda Baseline survey Longitudinal Questionnaire * most questions |« field work: 8 researchers
(two pointsin time) | (design steps: preliminary closed ended, October- 15 enumerators
FINCA, PRIDE, Repeat survey of same design, exploratory so coding easy December
FOCCAS respondents planned 12-24 Control group interviews, revisions,  dataentered 1997 Cost data not
“An Assessment of months from baseline pretest, revisions, pilot and w/Epi-Info » data available
the Impact of 1332 respondents | focus group, revisions, e error traps, collection:
Microfinance (1242 women, 90 translation, enumerator validation Nov. /Dec
Services in Uganda: men) training, final revisions) routines built  analysisand
Baseline Findings in to minimize write-up: Jan
Volume 1" (draft) 730 clients (685 errors /Feb
Feb. 1998 women 45 men) » data checked » Five months
and exported to
By Carolyn Barnes, 602 non-clients SPSS for
Gayle Morris, Gary (557 women and 45 analysis
Gaile men)

BASELINE STUDY
ONLY

Matching variables:
gender, ownership
of aME which
generates weekly or
bi-weekly revenue
flow, enterprise
operating in past
two months
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Country Sample design Data collection Data brocessin Personnd
Program Main method (type, size, control instruments/ Processing Timeframe !
and analysis Cost
Author group) SOur ces
PHILIPPINES Survey questionnaire Longitudinal Survey Questionnaire Field supervisors | 7? Independent
ASKI (program participantsinvolved | (two pointsin time) review research firm
in design through in-depth Administered to female guestionnaires for Assisted by ASKI

“Impact of Accessto
Credit on the Poor:
A research design
and baseline study”

By
Ronald T.Chua
Dec. 1997

BASELINE
REPORT ONLY

interviews, review previous
guestionnaires)

Reference period: 12 months for
most variables

Back and forth tranglation to
check

Pretested 3 times

Sample size 420
150 clients

120 on-site
comparison group
150 off site
comparison group
(alowsfor 10%
margin of error,
confidence level of
5% for each group
of 100 -- best
budget allows for)

Program selection:
considers stability,
records, willingness
to cooperate,
previous info to
build upon

Site selection:
urban barangay, no
expansion plans,

Matching variables:
S0Cioeconomic
status indicated by
quality of housing,
ME activity

spouse of hh or female hh
head

completion and
inconsistencies
Second review for
accuracy and
consistency prior
to encoding
Inconsistencies
sent back to field
for verification

staff

Project manager, 3
field supervisors

? enumerators

Cost data not
available
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Country Sample design Data collection Data processing Personnd
Program Main method (type, size, control instruments/ . Timeframe !
and analysis Cost
Author group) SOur ces
Bangladesh Cross sectional Semi-structured Entered and 11 days of field |1 primary
WEDP guestionnaires analyzed infield | work researcher
“Client Impact Rapid appraisal -- individual 138 client 1 highly qualified
Assessment of and focus group interviews participantsin Spread sheets 2 month total post graduate
Women’'s group interviews time interpreter
Entrepreneurship
Development Visitsto 12 client Staff assist in site
Programin individual selection, in
Bangladesh” enterprises introducing clients,
By Jeanne Koopman in wealth ranking.
1996 Non-random Do not attend
sample interviews
No basdline
information Cost data not
No control group available
BANGLADESH Household survey (1993 panel | Longitudinal » household survey Bivariate 7 year study Number of field
BRAC and non-panel househol ds) (three pointsin * RRA/PRA analysis, No inf. on workers not
“Poverty Alleviation | Qualitative study -- discussion | time) techniques(physical multivariate amount of time | specified.
and Empowerment: | sessions mapping, wealth ranking, | analysis and in field for data
An Impact Case studies 1799 respondents pile sorting techniques, appropriate collection. 10 researchers
Assessment Study on | RRA Techniques » 1250 BRAC group discussion) regression models
Brac's Rura Village profiles members » qualitative and case fixed effect model Cost data not
Development » 250 comparison studies to measure and available
Programme (IAS- households « village profiles compare
Iy’ 200 success performances
households 1993 questionnaire revised | over time
by A.M. and simplified, statistical
Muazzam Husain * Survey extensive training of field | techniques
redesigned investigators on theoretical | applied to some
December 1997 (sample size and practical aspects, qualitative data
reduced, some field test of enumerators, through RRA
guestions field supervision, techniques
streamlined, new | researcher monitoring in (scores)
guestions added) | field, SPSS

editing in field
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Country Sample design Data collection Data processing Personnd
Program Main method (type, size, control instruments/ . Timeframe !
and analysis Cost
Author group) SOur ces
Bangladesh Survey Cross sectional Formal questionnaire, Not described Study over 3 4 principles (team
ASA Interviews w/stakeholders Series of structured months -- data | leader/economist
“Impact Assessment | Focus groups 483 respondents: interview guidelines For quantitative | collected May- | health nutrition,
of the Association for | PRA » 251 oldclients |w/variousstakeholdersin | data, simple cross | July 1997 social aspects,
Social Advancement e 117 new clients | local arenas, tabulations development
(ASA)” e 115 control Focus group discussions, reported education
households HH mapping with wealth 8 field enumerators
by M. Bruntrup, A. o 41 villages ranking to identify the No testing of
Huda, S.M. distribution of ASA and distribution Cost data not
Alauddin, M. Random selection | non ASA hh accordingto | characteristics available
Rahman prosperity mentioned, no
Non-client districts statistical
August 1997 selected for ecologi- | 45 min.- 1 hour max. techniques
cal and economic mentioned
homogeneity.
(Clients grouped by
types of inputs
received. Only 17
hh with health
inputs -- too small
for reliable
assessment)
Honduras Multiple methods: Cross sectional Client survey Simple stetistical | 3weeksinfield |13 individuals
ODEF Quantitative survey (test major Client exit interview package for » 8 from ODEF
“Practitioner led hypotheses and program 143 guantitative data » 3Katalysis
Impact Assessment: | performance) 72 clients Qualitative: o 2 SEEP
A testin Honduras” | Qualitative instruments 71 non-clients loan use strategies Simple content
(empowerment and historical empowerment analysis on case

by Elaine Edgcomb
and Carter Garber

March 1998

perspective on loan use and
business development, client
views, intended to be
illustrative.

Practitioner
dominated process

program satisfaction

Two protocols (extracting
datafrom MIS, program
intervention profile

One hour max.

studies

Epi Info used to
enter data
(simple, low cost,
availablein
severd
languages)

$35,000 total costs.
260 person days.
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Country Sample design Data collection Data processing Personnd
Program Main method (type, size, control instruments/ . Timeframe '
and analysis Cost
Author group) SOur ces
Proposes PRA methods Could use Generally discussed Not specified Quarterly PRA | NGO in dialogue
No country (general) | Mixed methods including: comparison group data collection | with users
Small surveys of people waiting Surveys before | Outside consultant
“Microfinance Case studies (conducted by for aloan. first loan and to supplement
Impact Assessment: | group leaders or staff) Otherwise, could after every impact assessments
A dynamic dialogue | Wealth ranking use triangulation subsequent loan | and review power
Approach” mapping Case studies relations
Dream survey following same
by Oddvar Espegren hh for three to
five years.

September 1997

RESEARCH
DESIGN ONLY
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